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amount of $llll dollars payable [specify 
dates or schedules]. 

(End of clause) 

[59 FR 67025, Dec. 28, 1994] 

52.241–13 Capital Credits. 
As prescribed in 41.501(d)(7), insert a 

clause substantially the same as the 
following: 

CAPITAL CREDITS (FEB 1995) 

(a) The Government is a member of the 
llll [insert cooperative name], and as any 
other member, is entitled to capital credits 
consistent with the bylaws of the coopera-
tive, which states the obligation of the Con-
tractor to pay capital credits and which 
specifies the method and time of payment. 

(b) The Contractor shall furnish to the 
Contracting Officer, or the designated rep-
resentative of the Contracting Officer, in 
writing, on an llll basis [insert period of 
time] a list of accrued credits by contract 
number, year, and delivery point. 

(c) Payment of capital credits will be made 
by check, payable to the llll [insert agen-
cy name], and forwarded to the Contracting 
Officer at llll [insert agency address], un-
less otherwise directed in writing by the 
Contracting Officer. Checks shall cite the 
current or last contract number and indicate 
whether the check is partial or final pay-
ment for all capital credits accrued. 

(End of clause) 

[59 FR 67025, Dec. 28, 1994] 

52.242–1 Notice of Intent To Disallow 
Costs. 

As prescribed in 42.802, insert the fol-
lowing clause in solicitations and con-
tracts when a cost-reimbursement con-
tract, a fixed-price incentive contract, 
or a contract providing for price rede-
termination is contemplated: 

NOTICE OF INTENT TO DISALLOW COSTS (APR 
1984) 

(a) Notwithstanding any other clause of 
this contract— 

(1) The Contracting Officer may at any 
time issue to the Contractor a written notice 
of intent to disallow specified costs incurred 
or planned for incurrence under this contract 
that have been determined not to be allow-
able under the contract terms; and 

(2) The Contractor may, after receiving a 
notice under subparagraph (1) above, submit 
a written response to the Contracting Offi-
cer, with justification for allowance of the 
costs. If the Contractor does respond within 

60 days, the Contracting Officer shall, within 
60 days of receiving the response, either 
make a written withdrawal of the notice or 
issue a written decision. 

(b) Failure to issue a notice under this No-
tice of Intent to Disallow Costs clause shall 
not affect the Government’s rights to take 
exception to incurred costs. 

(End of clause) 

52.242–2 Production Progress Reports. 
As prescribed in 42.1107(a), insert the 

following clause; 

PRODUCTION PROGRESS REPORTS (APR 1991) 

(a) The Contractor shall prepare and sub-
mit to the Contracting Officer the produc-
tion progress reports specified in the con-
tract Schedule. 

(b) During any delay in furnishing a pro-
duction progress report required under this 
contract, the Contracting Officer may with-
hold from payment an amount not exceeding 
$25,000 or 5 percent of the amount of this con-
tract, whichever is less. 

(End of clause) 

[48 FR 42478, Sept. 19, 1983, as amended at 56 
FR 15156, Apr. 15, 1991] 

52.242–3 Penalties for Unallowable 
Costs. 

As prescribed in 42.709–6, use the fol-
lowing clause: 

PENALTIES FOR UNALLOWABLE COSTS (MAY 
2014) 

(a) Definition. Proposal, as used in this 
clause, means either— 

(1) A final indirect cost rate proposal sub-
mitted by the Contractor after the expira-
tion of its fiscal year which— 

(i) Relates to any payment made on the 
basis of billing rates; or 

(ii) Will be used in negotiating the final 
contract price; or 

(2) The final statement of costs incurred 
and estimated to be incurred under the In-
centive Price Revision clause (if applicable), 
which is used to establish the final contract 
price. 

(b) Contractors which include unallowable 
indirect costs in a proposal may be subject 
to penalties. The penalties are prescribed in 
10 U.S.C. 2324 or 41 U.S.C. chapter 43, as ap-
plicable, which is implemented in section 
42.709 of the Federal Acquisition Regulation 
(FAR). 

(c) The Contractor shall not include in any 
proposal any cost that is unallowable, as de-
fined in Subpart 2.1 of the FAR, or an execu-
tive agency supplement to the FAR. 
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